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FROM: E, H. Best, Counsel Ty

TO: Commissioners Murphy, Palestin and Maeduff

SUBJECT; BROOKLYN UNION GAS COMPANY

Proposed Determination
Section 188, Article 9 of
the Tax Law

The issus raised herein is whether or not the distvibutios -
by the taxpayer of its own common stock om a basis of a tvnsfey ;
of earned surplus to capital is a dividend for franchise tax SR
purposes under section 186 of the Tax Law. ' T

This issue under similar facts was ralised in the matter
of Rochester Gas and Electrical Corporation pressntly defere
you for review, As set forth in my memorandum in that matter -
dated December 7, 1865, I am of the opinion that the distridution

of stoek dividends on the basis of a transfer of samed surplwe :5
to capital are dividends for franchise tax purposss under o
section 188 of the Tax Law. o

Accordingly, I am in agreement with the proposed deternination ;
sustaining the imposition of additional franchise taxes. Kiadly o

return the file after dispositiom.

/s/  E. H. BEST
—Tounse

MStea : _ ,
Enc. : 5

December 15, 1985 D




106, of the Tau Law, snd the fests heviag been stipws
1aved and agneed by Ssipulssiss of Vasts, deted
Novenbex 4, 1963 and Seessher 8, 1963, emseuted by
Réwerd K. Best, Gouneel, for the New Yerk Ssate Tem
Conntoston, and by Oullen ond Uyhmen, Gowncel, fow
the tanpayer, which Stipuistion of Fests is atsached
hexete and uads 8 pexs of this detoninstion, and the
paxtiss having waived the wight %o prssent sny fuwthew
evidense st & besving wader Seetien 198 of the Tam baw,

Upen all of the stipulsted fasts and agmees
ments, 1t 1o howedy deteunineds

(A) Thes the dleseibusion by the Sapeyer
of 1ts oun conmitn stesk, on the basis of & trunsfew
uf couned surplus ¢ aspisal Guring the yeor onded



" K

Ostober 31, 1961, is & dividend for franchise tex
purposes under Section 186 of the Tax Lew}

(3) That the tax foxr the year ended
Ostobex 31, 1961 is affivwed as aseessed)

(C) That the aferesaid tax does net
inelude texes or othexr chaxges which awe met legally
due.

Bated: Albany, New York

this 2stiday of February, 1966,
THE STATE TAX OONMISSION

/s/ JOSEPH H. MURPH%

/s/ IRA J. PALESTIN

/s/ JAMES R. MACDUFF



